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MOUNT ROYAL RICE MILLS LIMITED 


AND ITS SUBSIDIARY COMPANIES 


ANNUAL REPORT OF THE BOARD OF DIRECTORS 


The Consolidated balance sheet and Consolidated statement of Earnings and Retained 
Earnings for the financial year ended February 29, 1972, are herewith submitted, being the 
90th Annual Statement of the affairs of the Company. 


Net profit for the year after all charges including preferred dividends of $47,468. was 
$255,553. or $1.06 per common share. 


Sales both in volume and dollar value continue to increase and earnings from operations 
increased substantially. Net profit was of course adversely affected by a reduction in the 
amount of accumulated unclaimed depreciation available for deduction in computing 
taxable income. 


A second factor contributing to the reduction of net income was the cost of demolition 
of the old Montreal plant erected in 1872 as a flour mill and the writing off of the remaining 
book value of plant and equipment. 


In November negotiations were completed with Seaway Storage for the rental of office 
space and warehousing in the same building at Lachine. 


The Company’s Executive Offices having been moved to 2525 Jean-Baptiste Deschamps 
Blvd., Lachine, Quebec, the shareholders at a special general meeting will be asked to confirm 
a by-law that the Head Office of the Company shall be transferred to the new address within 
the Montreal Urban Community. 


During the current year savings in operating costs will result from the relocation of the 
Montreal operation. It is also expected that increased sales of Dainty Instant Fried Rice 
and the present strength of the Canadian dollar should contribute towards satisfactory 
earnings. 


The working capital of the company now being increased to $1,292,000. will also result 
in savings on interest charges. 


Recent tax legislation requires that Corporations should pay out as dividends undistri- 
buted earnings accumulated prior to January 1, 1972 previous to distribution of capital 
surplus on which no tax is exigible. 


The Company’s undistributed earned surplus as of December 31, 1971 amounts to 
$1,906,000. while the capital surplus was $479,000. 


It is provided that the undistributed earned surplus may be paid out in dividends on 
the basis of a 15% tax prepayment by the Company, and your Directors accordingly have 
increased the regular dividend to 56¢ per annum, tax paid, to shareholders payable in 
ae amounts of 14¢ as advised in a circular letter to shareholders, dated February 
29th; 1972. 


_ The action in this respect has been apparently viewed favourably since the market 
price of the company’s stock has increased. 


The accounts will show that serial bonds have now been entirely eliminated and that 
there has been a reduction in the sinking fund bonds and in the number of preferred shares 
outstanding. 


The plant of Dainty Foods Limited continues to be well maintained with every possible 
improvement being made in its facilities. A three year labour agreement was negotiated 
during the year and your Directors believe that good relations established between the 
company’s management staff and its employees continue to serve the interests of all 
concerned. 


In expressing their appreciation of the work and loyalty of the staff and employees, the 
Directors wish particularly to express to Mr. L. J. Wrong, Assistant Secretary-Treasurer of 
the Company, their good wishes on his retirement after thirty-two years of outstanding 
service. 


On behalf of the Board, 
ERIC REFORD, 


Montreal, Quebec President. 
May 31st, 1972 


MOUNT ROYAL RICE MILLS LIMITED 


AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


For the Year Ended February 29, 1972 


1972 


GROSS" REVENUE ee ee $7,698,880 
EARNINGS FROM OPERATIONS 00000000. occcccccceecccceeeee eee 864,377 
Deduct: Depreciation and amortization ...................0........0..: 165,197 
Interestionilong-termiideote ea ee ee 86,347 
251,544 
EARNINGS, before income taxes and 
extraordinary: 1tems fens ee eee 612,833 
INCOME TAXES 
CUTER E ts ie a eters Ra AER EER nea 86,866 
DG hEt Pe Oa ine viacee Bee hace eee eee A Se ee 208,424 
295,290 
NET EARNINGS, before extraordinary items ................0...00....... 317,543 
EXTRAORDINARY ITEMS 
Reduction-of mcome: taxes (Notes!) eee eee ae 62,608 
Loss on demolition of a plant, less deferred 
income taxes of $40,000 applicable thereto ................... (77,130) 
(14,522) 
NET EARNINGS FOR THE YEAR .....00000...0..cccccceccsceeeeecessecreeees 303,021 
RETAINED EARNINGS 
Balancevat besinnin 2 Of wiecalue ements eee eee 1,969,273 
2,272,294 
Dividends=—spletenre di shakes 7 ass nee ae eee ee 47,468 
== (COMMON SHATES cece eke ee ee 140,955 
15% Federal income tax on a common dividend .................. 5,929 
194,352 
Balance at-end Of yéarhn eee ee eee $2,077,942 
EARNINGS PER COMMON SHARE 
(after preferred dividends) 
Before extraordinaryiitems: 45, /.eer eee 2 
Extraordinaryitems ween ee ee (0.06) 
Net €arnings ic). 5.cA aes ee ee $1.06 


1971 


$7,467,324 


668,071 


168,513 
100,435 


268,948 


399,123 


195,087 


195,087 


204,036 


188,747 


188,747 


392,783 


1,759,580 


2,152,363 


51,090 
132,000 


183,090 
$1,969,273 


0.63 
0.79 


$1.42 


MOUNT ROYAL RICE MILLS LIMITED 


AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF CHANGES IN WORKING CAPITAL 


For the Year Ended February 29, 1972 


1972 1971 
WORKING CAPITAL WAS INCREASED BY 
Net earnings for the year, before extraordinary items .......... $ 317,543 $ 204,036 
Add: Charges not requiring funds 
Depreciation tts Tai Fp haetieg, Teen Bex LES ga, 165,197 168,513 
Deferred income. taxes sence ee canes ccase arya 208,424 — 
691,164 372,549 
Gain on preferred shares purchased 
POLECANICEL ALON eee eres Maes neces Ake 16,739 8,907 
Reduction of income taxes (Note 1) ...................c:ccccceeceeeeeee 62,608 188,747 
770,511 570,203 
WORKING CAPITAL WAS DECREASED BY 
Purchase of fixed assets and demolition costs, net ......... ere 71,893 3,174 
Redempiuonrola preferred SNAleSi 2 eee eee nee aren tees 101,950 37,500 
Rayment of dividends'— preferred 000i serecececceeeicneete 47,468 51,090 
= COMMONS ee heen eee 140,955 132,000 
Gnrrent portionsolong-tenm GCDt eee 70,000 220,000 
15% Federal tax on a common dividend .......................0:::05- 5,929 — 
438,195 443,764 
INCREASE IN WORKING CAPITAL: cc. :f..ccch-cconcacctetseeossseeesese 332,316 126,439 
WORKING CAPITAL 
PRE ITT ILI LNE VOOR ee... ceee tba cctages carb Siena Sat yeast 960,507 834,068 


TENE GSSIVG LOS EASE cea alate pesto ine cect ce s6 ene EEE EEE EERE PE CER $1,292,823 $ 960,507 


MOUNT ROYAL R 
AND | 


CONSOLIDATED BALANCE SHE 


ASSETS 
1972 1971 
CURRENT 
Cash and:term: deposits s.2.0.., 2A ee ee eae $ 514,126 $ 4,228 
Accounts receiVablemer ee. cee ee Ce ee eee 439,717 462,611 
Inventory, valued at the lower of 
Cost.ormeterealizablel value nenee ee oer ee 723,983 1,091,387 
Prepaid expenses. ea g eatee eee eee nee eee re 13,712 1537383 
1,691,538 1,573,959 
FIXED 
Land, buildings and machinery, at cost ..........00..000.0....0c00. 3,660,986 4,492,557 
ess sNccummulate didepreclatio nee seas en ee 791,003 1,412,843 
2,869,983 3,079,714 
Ratentsiat costulesssamOntizatl One ee net ee 6,318 7,021 
2,876,301 3,086,735 
Sao ae \ 
OTHER 
Premium paid on acquisition 
OfssubsidianyAcOm Panis eee eee ee 23,000 23,000 


On behalf of the Board: 


ERIC REFORD, Director 
W. J. CROSS, Director 


AUDITORS’ REPORT 


The Shareholders, 
Mount Royal Rice Mills Limited 


We have examined the consolidated balance sheet of Mount Royal Rice Mills Limited and subsidiary 
companies as at February 29, 1972 and the consolidated statements of earnings and retained earnings and 
changes in working capital for the year ended on that date. Our examination included a general review of 
the accounting procedures and such tests of the accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion, these consolidated statements present fairly the financial position of the companies 
as at February 29, 1972, the results of their operations and the changes in their working capital for the year 
then ended, in accordance with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year. 


(Signed) CAMPBELL, SHARP, NASH & FIELD 


Chartered Accountants. 
Montreal, April 11, 1972. | 


rE MILLS LIMITED 


UBSIDIARY COMPANIES 


‘6 AT FEBRUARY 29, 1972 


LIABILITIES 
1972 
i 
| CURRENT 
BAIKAACV ANI CCST —1 SC CULE o> hat, arses st eco ses da ctoeot nd eo mec her $ 212,659 
AN DIEOREUTTIS | OPE 0) CS pe nee ee ee eee 95,733 
cemednnterest-OmbOndS .... ooarieseeesoecccessess eset eee 2,792 
Current portion of long-term debt ................... Sdn eee aoa m 70,000 
incomentaxes payable (Note 1) ee cee screenees 17,531 
398,715 
LONG-TERM DEBT 
7% Collateral Trust Sinking Fund Bonds 
| (excluding current portion) 
$70,000 maturing annually to 1986.20.00... 970,000 
DEH RR DP INCOME LAXES 0.0. scichesccitscsitcemestigeees ond. ulinecteess 168,424 
1,537,139 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK 
5.80% cumulative, redeemable, preferred shares of 
a par value of $25.00 each (Note 2) 
Authorized, issued and fully paid — 30,257 shares ...... 756,425 
(1971 — 34,335 shares) 
Common shares without par value 
PAUITD ORI Zee eens ets renee — 300,000 shares 
LESS fore (BURR, 028 — 240,000 shares 175,000 
931,425 
Pam CRIBULED SURPLUS (Note 4) ccc eee etic 44,333 
ENE DEANE NGS 6. cha ges ssveteos cs sneceeievipti binds. oassadeneeieeneegens 2,077,942 
3,053,700 


$4,590,839 


1971 


$ 333,488 
51,865 
3,339 
220,000 
4,766 


613,452 


1,040,000 


1,653,452 


858,375 


175,000 


1,033,375 


27,594 


1,969,273 


3,030,242 


$4,683,694 


MOUNT ROYAL RICE MILLS LIMITED 


AND ITS SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


FEBRUARY 29, 1972 


1. REDUCTION OF INCOME TAXES 
Income taxes currently payable have been reduced by claiming depreciation recorded 
in prior years and not claimed for income tax purposes. 
2. CAPITAL STOCK — PREFERRED SHARES 
The shares are redeemable out of capital at a premium of 3.40% to February 15, 


1974 and thereafter at rates reducing regularly every two years down to 1%. 


3. REMUNERATION — DIRECTORS AND OFFICERS 


1972 ie 
AS Giv@CLOrs t= 9) (8 ity 9 7-2) Rates ot cee ae nt eee $ 11,000 $ 10,050 
ANS OMI CeTs: 295 (Gait 7.0 pei tere etad ere ance ee $ 85,000 $ 98,400 
Number of officers who are also directors .............0....00ceceeee 3 4 
4. CONTRIBUTED SURPLUS 

Gain on purchase of preferred shares 
Insprormyeatsee cn ae 5,665 shares 27,594 18,687 
Inicunrentayeaneee ee ee 4,078 shares 16,739 8,907 
9,743 shares $ 44,333 $ 9°27,594 


5. COMMITMENTS 


Normal commitments have been made for the delivery as required, before August 
31, 1972 of rice valued at a net price of $2,235,025 (U.S. funds). 
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